SMEs are embracing innovation in enhancing their business competitiveness. Innovation which is vital for a firm competitiveness is embedded in the organizational structures, processes, products and services within a firm. This empirical study has investigated the relationships between the products, process, marketing and organizational innovations of SMEs with its innovative, operation and financial performances. The main contribution of this study is the comprehensive analyses and testing of innovation-performance relationship based on empirical data to uncover the effects of the different types of innovations on firm performance. It is also expected to help the SMEs in the understanding of the key variables which influence their business and financial performance grounded base on resource-based theory. A total of 43 duly completed forms out of the total of 381 questionnaire survey forms that were e-mailed to owners or managers of the SMEs in the state of Johor, Malaysia were analyzed using the SPSS software package. It was found that the firm innovation has a significant and positive relationship with financial, operation and innovative performances. This is with the exception of marketing innovation which indicated no significant relationship with financial performance. Firm innovation explained a total of 39.4% of financial performance, 48.4% of operational performance and 57.5% of innovative performance. Another important point is firm innovation which is strongly and positively related to firm innovative performance. By focusing on organizational innovation, SMEs are able to enhance their firm financial performance.
Introduction
Malaysia economies are dominated by a large proportion of small and medium enterprises (SMEs). According to Census Report on SMEs 2011, there was a total of 645,136 SMEs operating their businesses in Malaysia representing 97.3% of the total of business establishments. The SMEs sectors are comprised of services sector (90 percent), manufacturing sector (5.9 percent), construction sector (3 percent), agriculture (1 percent) and mining and quarrying (0.1 percent) (Wayne Lim, 2011). Most of the SME establishments in Malaysia are based in Selangor (19.5%) and Kuala Lumpur (13.1%), followed by Johor (10.7%), Perak (9.3%) and Sarawak (6.8%). In 2014, SMEs contributed 65% of total employment and 17.8% of total exports. However, this contribution to the overall economy is relatively small when compared with the advanced and other high middle income countries (Department of Statistics Malaysia (DOSM) and SME Corp. Malaysia, 2014).
The early concept of the innovation of economic development and entrepreneurship has been popularized by Joseph Schumpeter, a German economist. Innovation, in his view, comprises the elements of creativity, research and development (R&D), new processes, new products or services and advance in technologies (Lumpkin and Dess, 2001) . Normally a firm's ability is evaluated based on its performance (Bonn, 2000) . Firm performance is the outcome achieved in meeting internal and external goals of a firm (Lin et al., 2008 ).
This study is to investigate the relationship between the products, process, marketing and organizational innovations of SMEs with its innovative performance, operational performance and financial performance. The main contribution of this study is the comprehensively testing of innovation-performance analysis based on empirical data to uncover the effects of the different types of innovation on firm performance and the relationships among these variables. It is also expected to help the SMEs in the understanding of the key variables which influence their business and financial performance.
From the earliest work by Gunday et al. (2011) up to the recent work by Saunila (2014) , the relationship between the innovation of firms and its performance is still debatable. Besides that, the nature of such research work is very important to the economy of a country. The total number of SMEs in Malaysia is estimated to grow to 1 million in 2012, accounting for up to 99.2% of total business establishments (SME Corp. Malaysia, 2014). Firms should be innovative irrespective of their firm size or sector in order to compete and survive in the market (Elci and Karatayli, 2009). Innovation contributes significantly to economic growth (Ahmed and Shepherd, 2010). Gunday et al. (2011) , and Saunila and Ukko (2012, 2013) found that innovation and business performance are positively related. However, Saunila (2014) has reported a non-significant direct relationship of innovation with firm performance. Literature revealed that study in this area has been fragmented, lacks comprehensive reviews and findings were considered as inconsistent. Consequently, this research has been carried out to investigate the relationship between the SMEs innovation and its performance. Specifically, the research objectives are to investigate the level of SMEs firm innovation, the level of SMEs performance in Malaysia, and to determine whether SMEs innovation is related to the financial, operational and innovative performances.
Literature Review
According to SME International Malaysia (2013) , the success of SMEs in some advanced economies is a fundamental component of their economies, comprising of over 98% of the total establishments and contributing to over 65% of employment as well as over 50% of the gross domestic product. Although, the numbers might be lower in Malaysia, SMEs have the potential to contribute substantially to the economy and can provide a strong foundation for the growth of new industries as well as strengthening the existing ones for Malaysia's future development. Developing stronger SMEs requires major changes in the manufacturing sector, as SMEs make up over 90% of the Malaysia's manufacturing sector.
Innovation at firm level refers to a firm's receptivity and propensity to adopt new ideas that lead to the development and the launch of new products (Rubera and Kirca, 2012) . The use of terms such as "new" or "improved" retains a degree of subjectivity in the notion of innovation. What is new to one firm is not necessarily new to another, therefore it is possible that the innovation in two different firms is not identical. This observation emphasizes the degree of complexity associated with the term. Product innovation has been defined as the creation of a new product from new materials (totally new product) or the alteration of existing products to meet customer satisfaction (improved version of existing products) ( Market innovation deals with the market mix and market selection in order to meet a customer's buying preference (Johne, 1999) . Continual market innovation needs to be done by a firm because of state-ofthe-art marketing tools, particularly through the Internet, which makes it possible for other competitors to reach potential customers across the globe at the speed of light. Normally a firm's ability is evaluated based on its performance (Bonn, 2000) . According to Tangen (2005) , performance is a term for all concepts that consider the success of a firm and its activities. In this research, performance refers to the outcomes. A firm's performance is divided into three main areas: innovative performance, operational performance and financial performance. Financial performances refer to factors of sales value, sales growth and gross profit or profitability while; business performance can be classified in terms of financial and non-financial performance (Li, 2000 The questionnaire comprises of three sections. Section A is on general information of the respondents. Section B was divided into a few subsections, which include a) product innovation, b) process innovation, c) organizational innovation, and d) marketing innovation. Section C focuses on SMEs performance with innovative, financial and operational performance and in this section, respondents are required to compare their performance with that of their competitors.
Section A comprises of eight questions where question 1 to question 3 are related to the highest education level of respondents, job position and year of experience in this job. Question 4 to question 8 asked about company background which included the number of employees in this company, company age, the number of years a firm has been in operation, company ownership and type of industry. Section B comprises of four subsections of marketing strategy with a total of 24 questions. Subsection a) consists of 5 questions on product innovation, subsection b) consists of 5 questions which are process innovation, subsection c) consists of 9 questions on organizational innovation, and subsection d) consists of 5 questions on marketing innovation. Section C comprises of three sub-sections with a total of 8 questions. Subsection a) consists of 4 questions in financial performance, subsection b) consists of 4 questions on production performance and sub-section c) consists of 4 questions on innovative performance.
Pilot Study and Profile of Respondents
Ten respondents were chosen to answer the questionnaire for the purpose of the pilot study. This pilot test is to validate the validity of the measures of the variables as the respective questions of the measures. The research questions were adapted from various previous researchers and reviewed by two experts in the international marketing field. Cronbach's Alpha has been used to test the reliability of the measures. The Cronbach's Alpha result of product innovation is 0.822, process innovation is 0.829, organizational innovation is 0.859, marketing innovation is 0.858, financial performance is 0.772, operational performance is 0.682 and innovation performance is 0.860. The overall reliability Cronbach's Alpha is 0.954. Cronbach's Alpha value of ≥0.60 for all the variables indicated that all the measures in the questionnaire have good reliability. Thus, all the measures of variables are valid and reliable.
The reliability tests of the actual data collected were again tested using Cronbach's Alpha. This is shown in Innovation Performance 6 0.869 Table 2 tabulated the profile of respondents and companies background. 
Findings and Discussion

Level of innovation firm among SMEs
To answer the first research question of what is the level of innovation firm of SMEs in Malaysia, the descriptive statistic method was used. The results of the mean, its standard deviation and the levels of firm innovation for product innovation, process innovation, organizational innovation, and marketing innovation are tabulated in Table 3 . As a summary, the SMEs in Johor are very high in their level of marketing innovation. However, it shows a mixture of very good and good levels of product innovation, process innovation, and organizational innovation. Thus, the objective of determining the level of Renewing the product promotion techniques employed for the promotion of the current and/or new products.
0.694 Very High
2.
Renewing the distribution channels without changing the logistics processes related to the delivery of the product.
0.784 Very High
3.
Renewing the product pricing techniques employed for the pricing of the current and/or new products. 
Level of SMEs performance
To answer the second research question of what is the level of SMEs performance in Malaysia, the descriptive statistic method was used to test the level of SMEs performance in Malaysia. The results of the mean, standard deviation and levels for financial performance, operational performance, and innovative performance are tabulated in Table 4 . It indicates that SMEs Johor has good level innovation performance. There is a mixture of very good and good levels in financial performance and operational performance. Thus, the objective of determining the level of SMEs performance in Malaysia has been determined. 
Relationship of innovation and SMEs performance in Malaysia
This section is to answer the third research question of whether there is a relationship between innovation and SMEs performance. The bivariate Pearson correlation analysis was used to determine the relationship of innovation and SMEs performance in terms of financial performance, operational performance and innovation performance. The results of analyses are tabulated in Table 5 innovation has a positive relationship with operational performance. It follows that all the firm innovation variables have significant positive relationships with financial performance, operational performance and innovative performance. This is with the exception of marketing innovation which has no significant relationship with financial performance.
Normality Test
The normality test is to fulfill the linear regression assumption of the validity of linear regression analysis where the variables need to be normally distributed. The Kolmogorov-Smirnov Test has been used to test the normality of all the variables. The results of the one-sample Kolmogorov-Smirnov Tests are all not significant, ranging from the value of p<0.076 to p<0.200 indicating that all the respective variables are normally distributed. 
Hypotheses Testing
All the hypotheses have been tested with linear regression method and the results are shown in regression Table 6 , 7 and 8.
H1: Innovation is related to firm financial performance in SMEs.
To examine this hypothesis, linear regression was used and the result of the independent variables with firm financial performance is shown in Table 6 . The R value of 0.628 indicates a strong positive relationship to financial performance with significant F-change at p<0.01. The R Square change value of 0.394 means that 39.4% of firm financial performance is being explained by innovation firm. The Durbin Watson value of 2.201 of the model suggests that the result of the regression model is valid. Hence, this result supported the Hypothesis H1 of innovation firm is related to firm financial performance.
H1A: Product innovation is related to firm financial performance in SMEs. Table 6 shows that Beta value of 0.388 is not significant for the relationship between product innovation with firm financial performance. Therefore, Hypothesis H1B is not supported.
H1B: Process innovation is related to firm financial performance in SMEs. Table 6 shows that Beta value of 0.207 is not significant for the relationship between process innovation with firm financial performance. Therefore, Hypothesis H1B is not supported.
H1C: Organizational innovation is related to firm financial performance in SMEs. Table 6 shows Beta value of 0.417 for the relationship between organizational innovation with firm financial performance is significantly related at p<0.05. Hence, Hypothesis H1C is supported.
H1D: Marketing innovation is related to firm financial performance in SMEs. Table 6 shows that Beta value of -0.370 is not significant for the relationship between marketing innovation to firm financial performance. Therefore, Hypothesis H1D is not supported. To examine this hypothesis, linear regression was used and the result of the independent variables with firm operational performance is shown in Table  7 . The R value of 0.696 indicates a strong positive relationship to operational performance at p<0.001. The R Square change value of 0.484 means that 48.4% of firm operational performance is being explained by innovation firm. The Durbin Watson value of 2.175 of the model suggests that the result of the regression model is valid. Hence, this result supported the Hypothesis H2 of "innovation firm is related to firm operational performance".
H2A: Product innovation is related to firm operational performance in SMEs. Table 7 shows Beta value of 0.541 for the relationship between product innovation to firm operational performance is significantly related at p<0.01. Hence, Hypothesis H2A is supported.
H2B: Process innovation is related to firm operational performance in SMEs. Table 7 shows that Beta value of 0.057 is not significant for the relationship between process innovation to firm operational performance. Therefore, Hypothesis H2B is not supported.
H2C: Organizational innovation is related to firm operational performance in SMEs. Table 7 shows that Beta value of 0.330 is not significant for the relationship between organizational innovation to firm operational performance. Therefore, Hypothesis H2C is not supported.
H2D: Marketing innovation is related to firm operational performance in SMEs. Table 7 shows that Beta value of -0.171 is not significant for the relationship between marketing innovation to firm operational performance. Therefore, Hypothesis H2D is not supported. The result of the independent variables with innovative performance is shown in Table 8 . The R value of 0.758 and the Fvalue is at p<0.001. Thus, it indicates that innovation firm is significantly related to firm innovative performance. The R Square change value of 0.575 means that 57.5% of firm innovative performance is explained by all independent variables. The Durbin Watson value of 1.726 suggests the regression result model is valid. Thus, Hypothesis H3 is supported; innovation firm is related to firm innovative performance.
H3A: Product innovation is related to firm innovative performance in SMEs. Table 8 shows Beta value of 0.454 for the relationship between product innovation to firm innovative performance is significantly related at p<0.05. Hence, Hypothesis H3A is supported.
H3B: Process innovation is related to firm innovative performance in SMEs. Table 14 shows that Beta value of 0.251 is not significant for the relationship between process innovative to firm innovation performance. Therefore, Hypothesis H3B is not supported.
H3C: Organizational innovation is related to firm innovative performance in SMEs. 
Discussion, Conclusion and Recommendation
This section is on discussion, conclusion and recommendations. The discussion covers the research objectives, literature review, hypotheses and analysis of results. Recommendations for business and further studies are provided.
Discussion
This study investigated whether SMEs innovation is related to its performance. Previous international innovation study's researchers have indicated that innovation firm is a major element in the SMEs performance. The elements of innovation firm include the product innovation, process innovation, organizational innovation and marketing innovation (Gunday et al., 2011) . It is clear from the findings in this study that Johor SMEs are innovative to achieve their objectives and goal.
This study is also aimed to determine whether there is a relationship between innovation and SMEs performance. Literature related to the innovation of firm indicates that most of the studies show innovation firms have a significance relationship with SMEs performance. This study found that the innovation of SMEs is significantly related to its financial, operational and innovative performance.
Roxes et al. (2014) reported that product innovation is significantly related to firm performance. However, this study shows that product innovation has a moderate positive relationship with firm operational and innovative performance but not significantly related to firm financial performance. Gunday et al. (2011) found process innovation is significantly correlated to innovative performance, and it influences it through product innovation. However, this study shows that process innovation is not significantly related to financial, operational and innovative performance. 
Conclusion
It was found that Johor SMEs are innovative in their product innovation, process innovation, organizational innovation, and marketing innovation as their firm innovation which is translated into their firm performance. This is evident by the strong positive relationship between firm innovation and firm performance at p<0.001 level. The standardized beta of the regression analyses shows that organizational innovation is significantly related to financial performance and that product innovation is significantly related to the operational performance and innovative performance. These findings imply that to enhance financial business performance, SMEs need to modify the organizational and their management system. They should be renewing the production and quality management systems. They should be renewing the organization structure to facilitate teamwork. They should be renewing the routines, procedures and processes employed to execute firm activities in an innovative manner.
These findings imply that to enhance operational and innovative performance, SMEs need to be effective in their manufacturing cost especially on the elements and materials of their current products. New products development should enhance the ease of use for customers and customer satisfaction. Enhancing the manufacturing quality of components and materials will help in improving their current products.
Recommendation
It is obvious that SMEs should focus more on organizational innovation to increase the firm financial performance as these two variables are strongly and significantly found to be related. They should be prepared to adapt and adopt organization structure that facilitates teamwork and it is important for them to use better production and quality management systems. SMEs that focus on product innovation are able to enhance innovative performance. They can achieve it by enhancing technical specification and functionalities totally differing from their current products, improving ease of use, competitive cost and quality of components and materials for customers and enhancing customer satisfaction. 
